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eH Ee uN Be We Waren LD 


BY PROFESSOR GUSTAV CASSEL 


The present generation, tormented with such 
immeasurable suffering, are cherishing great 
expectations of the future. They think that the 
Sacrifices which they now are making should 
ultimately lead to the creation of an entirely new 
and better world, a happy home for mankind. 

hen we proceed to fashion such a world, this 
intense desire for reconstruction will prove to be 
an immensely valuable asset. 

This asset, however, must not be frittered 
away in idle talk, nor should those who indulge 
in such hopes<allow themselves to be led astray 
by antiquated, dogmatic and stereotyped ideas 
about the community in which we are living. In 
our endeavours to create something new, we 
should guard against going to the other extreme 
of wantonly scrapping many valuable things 
which the development of the world community 
tas hitherto produced. Those who wish to ward 
eff this menacing danger will find it helpful to 
form a clear idea of the essence of the social 
wder which had existed for decades before the 
war frenzy of the twentieth century. This struc- 
lure of society may be aptly designated as the li- 
beral community. 

The quintessence of this social fabric is the 
free barter economy. In spite of numerous re- 
strictions and many imperfections in its struc- 
ture, this economic system has been the funda- 
nental basis of community life within the se- 
eral countries as well as of intercourse between 
the nations. It may therefore be profitable to 
consider how an economic system built up on the 
asis of free exchange, but adjusted to present 
democratic ideals, would shape itself. 
The fundamental principle of this economic 
ystem is that demand should be met by a cor- 
responding supply. Every person, therefore, so 
as possible, should try to produce something 
Which is now in demand, or for which a demand 
tan be created. The result will be a free exchange 
1—440476 


between the productive contributions of indiv- 
iduals and what others are willing to pay for 
such services. In this system each individual will 
be given the greatest possible latitude in utilizing 
his personal and material assets. And it will be 
plainly in his interest to render the best possible 
service. The very essence of liberalism is the 
idea that the basis of all progress lies in encour- 
aging the productive forces and so marshalling 
them that they will best serve to produce what 
the world wants. Thus the crucial test of the 
value of the liberal system is to gauge its capaci- 
ty for promoting progress. 

In a well-ordered community, however, indi- 
viduals must not encounter insuperable diffi- 
culties in their endeavours to make productive 
contributions. Liberty, for example, may be, and 
has been, abused by the creation of monopolies 
or trusts, which fetter the freedom of non-mem- 
bers. In accordance with Liberal principles, such 
combines, even if organized by the State itself, 
should be consistently opposed. 

Care should also be taken that the liberty of 
the individual, so far from being merely no- 
minal, should, in the greatest possible measure, 
be given a real content. The principal means to 
this end is education. It should mould and direct 
the forces and faculties of individuals from the 
very outset, with the definite aim of preparing 
them as well as possible for their future work 
and endowing them with capacity for adapting 
themselves to new requirements. Economic life 
is not something that is once and for all fixed, 
but is passing through perpetual change. Those 
who desire to render useful service should be 
able to adapt themselves rapidly to changes in the 
situation, so that they can produce something 
for which there is a real demand. Let us by all 
means proclaim the “Right to work”. But then 
this right should be set off by requiring that 
those who are looking out for work should pos- 
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sess the capacity for adaptation, thus avoiding 
needless unemployment. Such an order of things 
must be an essential feature in our future social 
fabric. 

Even those who are now fully employed may 
be too poorly remunerated to uphold an accep- 
table standard of life. In most cases the reason 
is that some vocation is overcrowded, or that 
labour of little value is being offered in abun- 
dance. Such things can, and should be, prevent- 
ed by an educational system in which our future 
workers receive such a thoroughly good train- 
ing, adjusted to their individual aptitudes, that 
they will be able eventually to count on remuner- 
ative employment. 

Such an educational system should be given 
a front-rank place in the plan for the building- 
up of our future community. If we scrutinize 
our present educational system for the purpose 
of ascertaining whether it enables the young to 
make the right choice of vocation and prepares 
them for work of the highest possible efficiency, 
we shall find that in most countries we are 
sadly behind the times. National education can- 
not end with the years of childhood. When the 
mobility of labour is rendered particularly ur- 
gent by changes in the economic situation, our 
educational system should afford ample facilities 
for retraining. 

Once these conditions have been fulfilled, a 
basis will be provided for a free barter economy. 
The principle that everyone should receive re- 
muneration in correspondence with the value of 
his services to the community can then be up- 
held. It will then no longer be necessary to grant 
public assistance to badly remunerated social 
groups. Should it be found that some kind of 
work is poorly paid, the State should not inter- 
vene and subsidize that work in some form or 
other. It should endeavour, by the reshuffling 
of labour as well as by education in the true 
sense of that word, to ensure that the services 
of the workers in question acquire a higher value. 
The subsidy system practised on such a wide 
scale in recent years is utterly incompatible with 
the principles of the free barter economy and 
must be abolished. 

It may, of course, happen that individual 


persons, despite the best will in the world and 
despite the best conceivable social structure, may 
be thrown out of work or be unable to obtain 
any acceptable remuneration. In such cases the 
State should step in and relieve those persons 
from want. But, no matter how such public as- 
sistance is organized, it should be clearly realized 
that, broadly viewed, it is the workers who will 
have to maintain the unemployed. 

This, indeed, seems to be the fundamental 
idea of the Beveridge plan, which in England is 
now attracting such unique interest. However, 
in view of the bad age constitution which the 
population is expected to show in the future, 
everything possible must be done to maintain 
capacity for work. Our ideas of superannuation 
must be thoroughly revised. The notion that we 
benefit old persons by letting them sit with their 
arms folded, in the enjoyment of an extremely 
meagre pension, is a thing of the past. In our 
future community all necessary steps should be 
taken to procure for the overaged, and for in- 
ferior labour in general, employment which is 
really productive, even though it cannot be as 
well remunerated as fully qualified labour. 

If the principle of the barter economy is thus 
carried into practice, it should be possible to 
arrive at a solution of the various social ques- 
tions which are now in the foreground. We shall 
then be moving on a plane far above the petty 
political controversies of the day. If the public 
are well enlightened on these matters, it should 
therefore be possible to win rather wide adher- 
ence to an economic structure reared on this 
foundation. 

Here it should be pointed out that any plans 
for the new community will prove to be very 
unsatisfactory if the present national income is 
viewed as something given. All hopes of a 
happier future for mankind must be based on 
progress. Any such scheme must therefore be 
tested with respect to its capacity for promoting 
at least as» rapid» progress -as that» attained du- 
ring the liberal era, that is to say, the doubling 
of income and capital every twenty-five years. 
A plan which does not fulfil this requirement 
might just as well be thrown at once into the 
wastepaper basket. In this regard, the free bar- 


ter economy, in which everyone receives remu- 
_ neration in proportion to the value of his ser- 
vices to the community, is evidently far and 
_ away superior to any other economic structure. 
Historically, this is shown by what the world 
achieved during the liberal era. 

It has been contended that to abandon eco- 
nomic life to free private enterprise would ulti- 
ately lead to sheer anarchy, which would com- 
_ pletely prevent the adjustment of production to 
¥ the needs of consumers. When the actual course 
of development had shown that this was an 
absurd exaggeration, it was argued that the 
occurrence of world-wide economic crises had 
nevertheless manifested the incapacity of pri- 
vate enterprise to create even a tolerably stable 
‘social economy. This line of argument is like- 
ise based on a fallacy. The big, world-wide 
devastating slumps, at any rate during the pre- 
sent century, have, broadly speaking, resulted 
from misguided State policy: primarily, of 
course, from the political conflicts which have 
led to war, but also from irrational commercial 
policies and defects in the monetary systems. 
Tf the States desire to exercise an influence on 
the future economic trend, they should in the 
first place reform themselves and see that the 
said defects are duly remedied. Endeavours are 
being made to evade this imperative requirement 
by casting the blame for the disturbing fluc- 
tuations in the economic trend on private enter- 
prise; and people are engaged in drawing up 
plans according to which the State is to stabi- 
lize economic life by rigorous control of such 
enterprise or by itself taking over production. 
There is a manifest risk that such endeavours 
may conduce seriously to retard the progress 
which the liberal era had shown to be quite 


The diametrical opposite of a free barter econ- 
omy is a “slave economy”, in which the State 
ithorities compel people to work and, in ac- 
_ cordance with the Communist recipe, pay all 
alike, regardless of their contribution. It is by 
‘no means a pleasure to work under such a sys- 
tem, and this, indeed, is the principal objection 
to it. Compulsion is never a good stimulus to 
a top achievement, and those who argue in fa- 
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vour of the slave economy take good care to 
evade the question how economic progress under 
such a system would be possible at all. 

These matters could previously be discussed 
merely in a theoretical way. Now, however, we 
can see the results of an experiment on a quite 
gigantic scale. Russia, after the Bolshevist revo- 
lution, started with a very radical communism, 
aiming at a thorough levelling-down. This Rus- 
sia proved to be very weak and incapable of 
achievements at all comparable with those 
which are quite normal in a free barter eco- 
nomy. Russia, however, having realized the utter 
untenability of the principle of equality, reso- 
lutely changed her course. In the present-day 
Russia the scale of wages is graded according 
to the value of the work performed, and indeed 
is far more differentiated than any gradation 
permitted in countries dominated by trade uni- 
ons. The intensification of efficiency attained 
by Russia in this way is of a quite unique char- 
acter. The world is now struck with wonder 
at the power which “Communist” Russia has 
been able to develop during the course of the war. 
This amazement, however, might well be su- 
perseded by a clear recognition of the infinite 
superiority of an economic system in which 
work is paid according to its value, as compared 
with a system where the leading item on the 
programme is economic levelling-down. 

In the international sphere the basis of a 
sound economic system is similar to that of a 
self-contained national economy. In this wider 
sphere economic life must likewise be based on 
free exchanges. The ultimate aim should be to 
meet the needs of consumers in the best, cheap- 
est and most complete way. This can only be 
done under an international division of labour, 
in which each country supplies the goods which 
it is best qualified to produce, thus conducing 
to provide for the world consumption. If a 
country is in such a bad way that the people 
receive an absurdly bad remuneration for what 
they produce, it is no use for other countries 
to debar themselves from the importation of 
such cheap goods. Though this palliative has, 
unfortunately, gained great popularity, it must 
be thoroughly condemned, as it can merely lead 
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to the poor country becoming still poorer. It 
would be far more rational to make a thorough 
investigation of the factors which have led to 
the bad remuneration of work in that country, 
and to take steps to enhance the value of that 
work, Such measures may consist in abandoning 
antiquated methods of production, in connection 
with the supply of effective machinery and 
means of transport. They may also take the 
form of a readjustment of production, with 
greater differentiation and better selection of 
products which the world requires. 

The analogy with. the above-described condi- 
tions within a separate country is quite evident. 
Everything depends on raising the value of the 
work and adjusting it to the world consump- 
tion. During the post-war period the world will 
soon have at its disposal an international traf- 
fic system of hitherto unknown capacity. The 
facilities for international exchanges will there- 
by be greatly extended. It would be the greatest 
folly to set up against these new facilities a 
protectionist system intended to protect indi- 
vidual countries from outside competition. 

It should be noted that protective customs 
duties are not the only means which protectio- 
nism has at its disposal. State regulation, which 
in endless ways is interfering with commercial 
exchanges, can be utilized for protectionist pur- 
poses, and, to judge by present indications, will 
mainly tend in this direction. 

If we desire to attain a truly effective system 
of international exchanges, we must also abo- 
lish subsidies which conduce to bolster up an 
industry which could not survive without sup- 
port. Just as in the case of a self-contained 
community, the right course would be for that 
industry to enhance the value of its products, 
or else to pass over to a new line of production 
in better correspondence with the country’s quali- 
fications for supplying the world’s needs. 

In order that a relatively poor country may 
be satisfactorily equipped with modern technical 
resources, it must be supplied with capital from 


countries in a better financial position. An in- 
ternational barter economy thus necessarily in- 
volves free movements of capital. The Gener 
Conference in 1927, whilst recommending greater 
freedom in commercial exchanges, cancelled this 
item on its programme. This was indubitably a 
great mistake. 

If we wish to carry the principles of oa 
free barter economy to their logical conclusion, - 
we should also allow some measure of freedom 
in regard to movements of the population. in 
what we used to call the colonial world, there 
are vast tracts which could make room for a 
far larger population than at present, and which 
could even provide a much higher standard 
living than before. Extensive colonization should 
therefore be placed on the programme f 
world reconstruction, 

The programme outlined above obviousl) 
cannot be realized unless the war terminates in 
a durable state of peace between the nations, 
If the peoples are to go about in perpetual 
dread of being again cut off from world com- 


ies hand. In that case the nations, 
peace prevails, will be preparing for war. | 
If this difficulty can be surmounted, it would | 
be plainly in the interest of all countries to 
participate in the international system of free | 
barter economy. No country can reasonably d 
mand that its exports should be received, while) 
it is itself refusing admission to goods n 
other countries. Importation, of course, is 
ultimate object of all exportation. General pros 
perity can be promoted only by free commer 
cial exchanges. 
It cannot, of course, be claimed that the pro 


scheme of reconstruction. Indeed, recent tend a 
cies indicate that very wide adheveans will | be 
given to a programme on totally different lines.) 
In a following article I will try to show wh 
that programme involves. 
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mee EOUALIZATION OF INCOME IN SWEDEN 


BY K.-G. HAGSTROEM, D. SC. 


The social development of the last few decades 
in this country has been marked by successive 
levelling of private incomes. Industrial wor- 
kers have demanded and received a larger share 
than before of the gross profits made by the 
companies which employ them; also other class- 
@s of workers as well as the farmers appear to 
nave increased their incomes. At the same time 
the differences in salaries between different 
srades of officials in State service, and as a 
repercussion therefrom also in private service, 
nave tended to become equalized, especially as 
‘compensation for the depreciation in the pur- 
chasing value of money (remaining after the 
mmer world war or supervening during the 
sent period) has been granted only up to a 
ain limit. Furthermore, the marked lowering 
interest rates during the latter half of the 
leteen-thirties has reduced the income from 
pital, wich must have particularly affected 
the higher income classes. Finally, progressive 
laxation, immensely increased during the war 
ars, has been a factor of very considerable 
importance. 

The result of all such levelling tendencies has 


been an actual equalization of private incomes. 
An outside observer of conditions in Sweden 
must have the impression that social develop- 
ments, broadly speaking, have entailed happi- 
ness and prosperity for this country. The stand- 
ard of living of the industrial workers has been 
markedly raised; thanks to Government regula- 
tion of agricultural prices, the population of 
the rural districts have likewise had their pros- 
perity considerably increased; and hitherto all 
this has proceeded without any devastating la- 
bour disputes and, as far as one can see, with- 
out the Swedish export industries being appre- 
ciably affected by the high level of wages in 
the home country. An indication that the labour 
factor in production may have been unduly 
provided for is that returns on capital, at any 
rate, have scarcely been large enough to en- 
courage new enterprise. The above-mentioned 
lowering of interest rates in this country was 
also far more severe than in most other lands. 

Irrespective of the importance which should 
be attached to the various co-operating factors, 
and though it may be questioned how far this 
development has been for the benefit of the 


_ Table 1. Distribution of income in Swedeu according to the assessments in 1913, 1917 and 1921. 
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nation as a whole, it should be of considerable 
interest to endeavour quite objectively to shed 
light on the past and present distribution of 
income in Sweden. It is not easy, however, to 
elucidate such a complicated phenomenon in 
such a way as to bring its real nature into 
clear and unclouded relief. 

Graphic representation of the distribution of 
income is complicated by the wide range with- 
in which the annual incomes of individuals — 
as also the number of taxpayers in a given 
income class'— may vary. In the diagrams 
reproduced here logarithmic scales have there- 
fore been adopted.? 


* The characteristic feature of the logarithmic scale is that 
equal intervals between the minor strokes do not denote equal 
differences, as in the ordinary (linear) scale, but equal guotients. 
The logarithmic scale is therefore best adapted for phenomena 
which vary proportionately. A familiar use is the slide rule. 
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Statistical results. 


Income statistics, based on the income-tax 
returns, have long existed in Sweden. These 
statistics thus relate to incomes prior to their 
levelling-down by taxation. As a rule they have 
been based on the declared income with the 
addition of a certain property quota (previously 
one-sixtieth, now one-hundredth) — this, after 
certain permissible deductions (local and family 
allowances etc.), being the basis for the calcu- 
lation of the State income tax. Theoretical ob- 
jections which might be made to this defini- 
tion of income are scarcely relevant when these 
statistics are utilized simply in order to obtain 
a rough idea of the economic structure of the 
national community. The only essential is that 
we should understand what the definition sig- 


Table 2. Distribution of income in Sweden according to the assessments in 1031, 1938 and 1042. 
Assessments 1942 
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Note. The figures for the year of assessment 1931 are taken from the 1930 census: income solely. Later data approxi- 
mate figures taken from the Budget bill for 1944: income plus one-sixtieth or one-hundredth, respectively, of the fortune. 
The deficit computed in the last two columns is supposed to have been produced by the marked fall.of the income curve 


from 1937. It shows how the total income would have fi 
6,000 kr limit had still been applicable in 1941, 


gured out if the Pareto distribution for the 1937 income above the 


nifies in practice. As we know, there are two 
_ important questions which arise when we en- 
| a eavour to define the term “income”, namely 
show income in kind is to be dealt with, and 
whether savings are to be viewed also as in- 
come, or not. 
In these statistics, for example, payments in 
kind to farmers or officials are regarded as 
ncome,’ though at a rate of valuation which, 
specially for earlier times, must be considered 
mduly low. On the other hand, declared in- 
come, though it actually benefits the wage-ear- 
ner’s family, is regarded, in principle, as income 
enjoyed solely by the wage-earner himself. De- 
ductions for contribution to the maintenance of 
e family are therefore expressly prohibited 
(this, of course, for purely fiscal reasons). 
As for savings, they seem, at any rate in 
principle, to be regarded as income, for which 
treason e.g. sinking-fund payments of loans may 
not be deducted from the returnable income. From 


_ * With the exception of income in the form of price re- 
Juctions for persons of small means. 


Figs. I and 2. 


Fig. 1. 
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this general rule, however, there is an excep- 
tion which, especially in recent years, has had 
some bearing on the taxation of private indi- 
viduals, I am referring to the right to make 
deductions for certain insurance premiums, in- 
tended to provide for an annuity payable after 
reaching a certain age, it being assumed that, 
in course of time, these savings will be treated 
as returnable income. However, like various 
other minor features in the trend of develop- 
ment, this, of course, by no means explains 
the sweeping change which has occurred during 
the last few years in the distribution of in- 
come in the higher levels. 

In the censuses of the Swedish population 
for the end of 1920 and 1930, the sum-totals 
of the income tax returns have been included 
in the statistics. With due reservation for any 
deficiencies in the assessment of income, — it 
may be stated that very valuable economic sta- 
tistics have thus been produced. Though, in 
these figures, the abovementioned property 
quotas have been deducted from the returns, 


Number of income-receivers whose declared incomes exceed certain figures 
(See explanation below.), if the income is indicated: 


at the originally returned figure. Fig. 2, in terms of 1941 value of money. 
T 
1938 | 
1942 
zoo0000 33 
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é : { A vertical line from, say the 1,000 point at the bottom line, intersects the 
s at points which indicate the numbers of taxpayers having a minimum income of 1,000 kr. (scale to the left). Of 


pecial interest is a comparison between the distribution of incomes in the years of assessment 1938 and 1942 (income 


years 1937 and 1941). 


The curves for these years are drawn in a thick continuous and dotted line respectively. 
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this, as investigation has shown, does not appre- 
ciably modify the general picture of the distri- 
bution of income. 

In tables 1 and 2, figures are given for the 
years of assessment 1913, 1917, 1921, 1931, 1938 
and 1942 (representing the income received in 
the immediately preceding years). As regards 
the two latest years of assessment, the tabular 
figures are based on the preliminary results 
published in an annexe to the Budget bill of 
1944. Unfortunately, figures for the income tax 
returns have not been published in the report 
of the census taken in 1940. Proposals for much- 
needed improvements in the statistics of income 
have, however, now been submitted. 

The tables contain (1) figures for the num- 
ber of persons assessed for income within the 
stated lim’ts (¢. g. between 3,000 and 6,000 
kr.) and (2) the number of taxpayers assessed 
for income at or above the stated limit, which 
number is obtained by simple addition. In all 
theoretical discussions, the last-mentioned figure 
is of primary interest. A graphical representa- 
tion of this number as a function of the income 
(with a double logarithmic scale) will be found 
in Fig. 1. 

For each of the stated income years, a cal- 
culation has moreover been made of the distri- 


Fig. 3. Comparison between the statistically estab- 

lished distribution of incomes in 1938 (indicated by 

dots) and the straight line which indicates the so- 
called “Pareto” distribution. 


-1977000 


\, 


0 516000 


ie 270200 


Hs 
1%9 16220 
ify 


+ +-9-1005200 - | 
\ 


SKcanvinaviska BAaNKEN 


bution of income when reduced to the pur- 
chasing value of the currency in 1941. The 
incomes are thus conceived to be multiplied by 
the ratio between the cost-of-living index for 
1941 and that for the income year. Owing 
to the nature of the graphical representation, 
this merely involves a simple parallel shifting 
of the curve for the number of taxpayers. The 
results are given in the tables and are illustra- 
ted by the graph in figure 2. 

We refrain here from discussing how far 
the cost-of-living index can be considered ap- 
plicable in recalculation of the larger incomes. 
Though the method of determining the pur- 
chasing value of money on he basis of the 
cost-of-living index is by no means unobjec- 
tionable, it must now be regarded as the ac- 
cepted practice. 

A comparison between the incomes for 1937 
(assessed in 1938) and 1941 (assessed in 1942), 
as expressed in the purchasing value of money 
in 1941, reveals a striking difference in re- 
gard to incomes under and over the 7,000 kro- 
nor limit. Below that limit the number of tax- 
payers — shown in the column for the imcome 
“interval” — has risen throughout fran 1938 
to 1942, whereas above that limit the number 
has just as uniformly fallen. 

In interpreting these results, however, one 
should guard against the misleading idea that 
an “income class” in the tables is composed of 
a definite group of persons, amongst whom a 
certain number may be moved down into the 
next lower class, or moved up into the next 
higher. Individual transitions between the class- 
es may occtir on much more complicated lines. 
It is only the final results that are recorded 
in the table of statistical distribution. 

A more detailed analysis of the trend will be 
facilitated by recourse to ‘“‘Pareto’s law”, the 
significance of which will be explained below. 


The Pareto distribution and the Pareto 
constant. 


— 


In the October 1924 issue of this periodical 


(thus twenty years ago), the author pointed out 
that the distribution of income in Sweden, as 
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H 
3 
) 
‘ is the case also in most other countries, closely 
¥ follows a law which has received its name 
| after the Italian economist Vilfredo Pareto (b. 

1848, d. 1923). In the graphical representation 
' adopted here, with a double logarithmic scale, 

this economic phenomenon may briefly be ex- 
_ pressed by stating that the curve for the larger 
! incomes has an exactly linear course. This is 
‘ Strikingly shown by our graphs in Figures 1 
; and 2. For a still clearer illustration of this 

phenomenon, the reader is referred to Figure 
3, where the distribution of income in 1938 is 
shown in detail. That picture should convince 
even the most sceptical reader that such a regu- 
larity actually exists. The deviation at the ex- 
treme right is doubtless simply due to the in- 
completeness of the material. Here it need 
merely be pointed out that the slope of the 
linear curve (as in elementary analytical geo- 
metry) is indicated by an ‘angular coefficient”, 
k, here termed the Pareto constant. Without 
entering into mathematical subtilities, the reader 
need merely bear in mind that the Pareto con- 
stant k is a number increasing according to the 
steepness of the downward slope of the linear 
curve, that is to say, according to the relative 
scarcity of the higher incomes. 

In table 3 figures are given for the distri- 
bution of incomes above the 6,000 kronor limit, 
the Pareto constant k being computed for each 
of the stated years. As this constant does not 
depend on the value of the currency, the fi- 
‘gures here have not been reduced to a uniform 


should facilitate its study. 

The number of taxpayers in percentage of 
the population is not a mere expression for 
the number of persons in receipt of income, 
being also dependent on changes in the regula- 
tions regarding obligatory declaration of income. 
As regards the two last years of assessment, 
this difference, however, may be overlooked. 
Though in recent years evasions of that obliga- 
tion have perhaps been reduced in number by 
more rigorous control, this can scarcely have 
affected the figures. The number of persons 
in receipt of incomes over 6,000 kronor rose 
between 1938 and 1942 from 4.37 per cent, 
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of the number of taxpayers to 6.94 per cent., 
which is due partly to the depreciation in the 
purchasing value of the currency, partly to an 
increase in the real income of small earners. 
The changes in the distribution of incomes 
over 6,000 kronor are clearly reflected in the 
fluctuations of the Pareto constant. In the 
normal pre-war income year 1912 it figured at 
1.40. The war-year 1916 was characterized by 
an abnormal increase in the number of higher 
incomes, k being 1.24, and thus by a less equable 
distribution of income. The post-war years 
1920 and 1930 mark a return to more normal 
conditions, k being 1.68 and 1.72, respectively, 
thus indicating a swing-over to a somewhat 
more equable distribution than in 1912, In 1937, 


Table 3. The Pareto distribution of assessed 
incomes over 6,000 kronor 


Assessment year 7977 917 192I 
Income year . . 7912 2916-1920 
The probability 

that a taxpayer 

returns an in- 

come of at least 


I938 
1937 


IQ3I 
1930 


1942 
1942 


6,000 kr . . . 3.69% 4.65% 4.31% 3.38% 4.37% 6.94% 
Total income 

according to 

the assess- 

ments, in mill. 

Ke, vier ree os be 1,468 2,542 6,399 4,944 6,%44t 7,816 


In the 1941 

purchasing 

value mill. kr. 3,200 3,991 5,183 6,576 8,290 7,816 
Plus the deficit in table 2 (the Pareto constant for 

1938 applied to incomes over 6,000 kr; see note 


LOMUERELER2 ram CME lave os Pd 3:75) eel mn + 464 
Total income under the stated assumption in mill. 
ool eS Ooh: Cee a oo 8,280 


The distribution of incomes over 6,000 kronor 


The probability 
that amongst 
these taxpayers 
the income 
amounts to or 


exceeds 

6,000 kr. . . 1.000 I.000 I.c00 © I.000 1.000 1000 

8,000 » . .0.669 0.699 0.570 0.597 0.621 0.512 
10,000 » - 0.488 0.528 0.394 0.403 0.428 0.335 
15,000 >» - 0.272 0.320. 0.202 O.201 0.218 0.147 
20,000 >» 0.181 O.225 0.123 0.124 0.136 0.082 
30,000 » . .0.103 0.139 0.063 O.061 0.072 0.036 
§0,000 » . .0.049 0.075 0.028 0.024 0.035 0.013 
100,000 >» : + 0.032 O.cog1 0.0065 0.0071 0.003 
200,000 » + 0.0028 0.0017 0.0018 O.0005 


The constant 4 in 
the Pareto law I.go I.2q 1.68 0.72 52 2.02 
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however, a further step was taken towards 
pre-war conditions (with the opportunities they 
afforded for the earning of larger incomes), 
in that k dropped to 1.52. So much the more 
sweeping was the change entailed by the pre- 
sent war. The income-year 1941 marks a re- 
cord in the levelling-down of mcomes in Swe- 
den, k having risen to 2.02. This figure, even 
if measured by international standards, appears 
to be quite unique. 

When the total of the assessed incomes is 
expressed in its purchasing value of 1941, a 
constant increase in the general prosperity — 
if that term is accepted for the sake of brevity 
— will be found in respect of the income-years 
I9I2, 1916, 1920, 1930 and 1937, whereas there 
is a reduction from 8.3 to 7.8 million kronor 
between 1937 and 1941. 

It is interesting to consider how the picture 
would look if no sweeping change had occurred 
in regard to the Pareto constant. If this mental 
experiment is taken as a basis for a computa- 
tion in which the 1941 distribution of incomes 
over the 6,000 kronor limit is recalculated ac- 
cording to the Pareto constant 1.52, namely 
that applicable for the year 1937, we shall find 
the ‘deficit’ shown in table 2. The sum-total 
of the fictitious increments to the higher in- 
comes (or rather, the resulting balance) will 
figure at 464 million kronor, which brings up 
the total income for 1941 to almost exactly the 
same value as that of the 1937 income, reckoned 
in the 1941 purchasing value. This must be 
interpreted to signify that the entire decline in 
prosperity from 1937 to ro4rt has been borne 
by the larger incomes. 

As indicated by the striking trend of the 
linear curve, the levelling-down process has 
assumed a magnitude which it is difficult for 
the imagination to grasp. It might perhaps be 
compared with the sharp drop from the re- 
turned to the residual income, entailed by the 
intensification of the progressive State taxa- 
tion, which everybody considers to be highly 
oppressive. If we calculate how this heavier 
drain on income affects the Pareto distribution, 
we shall find, for example, that it will convert 
a Pareto constant of 1.3 to 1.37, as regards 


incomes ranging between 10,000 and 500,000 
kronor. A 5 per cent. increase in the Pareto con- 
stant is, however, insignificant compared with the 
33 per cent. rise involved by the sweeping change 
between 1937 and 1941. This signifies, in short, 
that the levelling-down of incomes in the course 
of the period between 1937 and 104I is many 
times greater than that entailed by the aggra- 
vation in the incidence of taxation during that 
period. 


Some reflections. 


The levelling of incomes in Sweden during 
the last few years is in many respects very 
remarkable. The statistical material dealt with 
here does not include the additional levelling 
entailed by taxation as well as by the price 
reductions for persons of small means, which 
have been financed by taxation. However, even 
if we ignore these last-mentioned factors, the 
levelling of incomes during the period from 1937 
to 1941 has been quite startling. Indeed, the 
decline in prosperity during that period has 
been wholly borne by the larger incomes. The 
final result is a levelling-down of incomes 
which marks a record even as compared with 
other countries. 

Nevertheless we can still observe a certain 
regularity, like that of an invariable law of 
nature, in the distribution of incomes. It is of 


great interest to consider what this regularity, 


the Pareto distribution, really signifies. The 
mathematical formulae lead us to an interpre- 


‘tation which can be illustrated by the following 


picture. 

Suppose that a large number of persons start 
a walking race, and that, after the lapse of a 
certain time (an initial testing stage), some of 
the competitors begin to tire and fall out of the 
contest. Let it be further supposed that the fre- 
quency of those who fall out is in inverse pro- 
portion to the distance travelled from the star- 
ting-point. In this contest, therefore, the num- 
ber of those who tire does not increase pro- 
portionately to its duration. Quite the contrary: 
the frequency of the falling-off is at first very 
great but afterwards tends to diminish. This 
contest may be considered to be of almost unli- 


agama POR, 


mited length (in regard to saving, the rivalry 
actually continues for generations) and consists 
in a constant test of endurance. The ultimate 
‘result of such a contest will be just what is 
meant by a Pareto distribution. 

It is reasonable to suppose that the thrift 
and the general economic progress which lead 
to the national distribution of income show 
exactly the same features as those of the race 
just described. It is of interest to note that the 
striking regularity with which lapses occur among 
persons who have taken out life insurance poli- 
cies involving successive premium payments 
(thus as saving a test of endurance) shows the 
same mathematical form as that of the persons 
taking part in our imaginary contest. 
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It is thus an instinct inherent in human nature 
that gives rise to the distribution of income 
according to the Pareto law. This instinct mani- 
fests itself in an endurance contest in thrift, 
the results of which manifest themselves in the 
accumulation of capital and constructive acti- 
vities. The inequalities in income, which will 
always be found in the communities of men, 
being the result of an inner conflict between 
effort and lack of capacity, can scarcely be re- 
garded, in themselves, as an evil. On the con- 
trary, they seem to be a reflection of the same 
human energy which determines a nation’s cul- 
tural standard and capacity for development — 
an energy, which is fairly undestroyable. 
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STATE BORROWING IN SWEDEN DURING THE WAR 


BY THOR RICKANDER, AUDITOR, NATIONAL DEBT OFFICE 


Under normal conditions, the Swedish State, 
for a long time past, has borrowed money only 
for productive purposes. The leading rule for 
State borrowing policy has been that the proceeds 
of Government loans are to be used only for-such 
investments as give a return at least large enough 
to cover the interest charges on the loans. 

In critical situations, however, it has been 
found necessary to depart from this principle. 
During the slump in the early part of the nine- 
teenthirties, some 300 million kronor were bor- 
rowed for non-productive purposes. This amount, 
however, was rather soon replaced by revenue 
from taxation. The present war has rendered it 
necessary to make a new departure from the said 
principle. The State current expenditure has 
swollen to such amounts that it can no longer 
be met solely out of revenue from taxation. The 
large deficits which have thus arisen have there- 
fore had to be covered by borrowing. At the same 
time State expenditure on capital account has 
risen very considerably. All in all, the financing 
of the total budgetary expenditure during the 
last four years has required borrowing to the 
extent of over 7 milliard kronor. 

State borrowing on such a scale had not pre- 
viously occurred in Sweden. Simply for this 
reason, State borrowing, especially during the 
first years of the war, has assumed quite a dif- 
ferent character than before. In lieu of the usual 
bond loans with which the Government during 
the years of peace had applied to the large in- 
vestors, big defence loans were now raised on a 
broad, popular basis. Even the small capitalists, 
who had previously contributed to the Govern- 
ment loans merely in an indirect way, through 
savings banks or other such institutions, were 
now given the opportunity to take a direct 
part in the financing of State expenditure by 
subscriptions to the defence loans. In order to 
obtain the greatest possible adherence to the 
defence loans from all classes of society, a very 


extensive loan campaign was carried on, with the 
assistance of many different organizations. How- 
ever, when the country’s position had gradually 
settled down, the methods adopted in floating 
the defence loans were abandoned, and Govern- 
ment loans were issued in forms reminiscent of 
the pre-war period. The propaganda was now 
aimed, instead, at encouraging national saving in 
various ways, with intent to tie up the surplus 
spending power of the general public. Thus, 
besides procuring money for the Treasury, State 
borrowing during the war has gradually, and in 
increasing degree, come to serve as an instru- 
ment for the country’s monetary policy. 


The forms of State borrowing during the war. 


During the first few months of the war State 
borrowing was on a very small scale. Indeed, in 
the course of the period up to the end of 1939, 
the total national debt was actually somewhat 
reduced. In the following year, however, State 
borrowing began to assume larger proportions. 
During the four years from 1940 to 1943 it, 
swelled to a gross total of 7.9 milliard kronor. 
From this sum, however, converted and redeemed 
loans amounting to nearly 900 million kronor 
should be deducted. The net State borrowing 
during the said period thus figures at 7 milliard 
kronor, as mentioned above. 

During this four-year period the Government 
borrowed money mainly against bonds of pre- 
viously occuring types, notably interest-bearing 
bonds and premium bonds. In addition, however, 
certain hitherto untried methods of raising 
money, such as savings certificates and State 
savings accounts, were inaugurated. In order to 
meet the special requirements of insurance com- 
panies in particular, Treasury bonds have as a 
tule been offered in connection with issues of 
bond loans. State borrowing in the forms above 
enumerated has amounted in all to nearly 6 


milliard kronor. The remaining sum has been 
raised by the issue of Treasury bills, special loans 
from the Riksbank, and by loans from State in- 
stitutions etc., in the form of deposits at the 
National Debt Office. 

A survey of the State borrowing in 1940— 
1943 is given in the tabular summary below. 


Government loans and other State borrowing. Million kr. 
Bond loans. 
Long-term interest-bearing loans (with a life of over 
So Mane) - 6 96 thie ea a 1,828 
Medium-term interest-bearing loans (with a life of 
Te eet) a) Si 2,561 


Short-term interest-bearing loans (2 percents of 1942, 


"2, wane. os ARS eee 500 
ieremimmiDOnGIOADS . . 6 5 we tt 610 
5.499 
Bmessurrponds (net) . 2.) ke 220 
Savings certificates, State savings accounts, and deposits 
epcemmosebanks (net)... 6. ek ewe 139 
Long-term loans from State institutions and funds, 
cin ett. 6°58 Sa 214 
otis; byl cl) 682 
Special short-term loans’from the Riksbank (net). . 275 
Short-term loans from State institutions, etc. (net) 847 
7,876 
Deduct converted and redeemed bond loans. 
Giterest-bearing bond loans. .........-.-. 695 
Mertiunmne 1O8NS 2 6 wk 140 
Bimking-fund payments. .....--. 2.2: hoes 
853 
Total net increase in national debt in 1940—1947 ~. . 7,023 


The items shown as net are given after allowing for 
repayments. 


As shown by the above figures, bonds represent 
some 70 per cent. of the total borrowing. The 
bond loans include the 2 % loan of 1942 amount- 
ing to 500 million kronor, with the unusually 
short life of somewhat more than two years. 
The largest item among the bond loans consists 
in the medium-term loans amounting in all to 
2.6 milliard kronor, inclusive of the first two 
defence loans of 731 and 566 million kronor and 
the shorter tranche of the third defence loan, 
665 million kronor. The Treasury bonds include, 
to the extent of 154 million kronor, the bonds of 
that type sold in connection with the defence 
loans. Floating debt borrowing is represented in 
the table — in addition to the 2 % bond loan of 

1942 —, by the three last items, amounting altoge- 
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ther to 1,800 million kronor. The Treasury bills, 
the whole amount of which was raised during 
the war, have been sold chiefly to the commer- 
cial banks as a rule after receiving tenders. The 
special short-terms loans from the Riksbank (such 
loans occurred even before the war) are con- 
nected with the purchases of reserve stocks and 
other State purchases by means of the Riksbank’s 
gold and exchange abroad. 

The floating debt borrowing includes also loans 
from State institutions etc., to the extent of 847 
million kronor. This borrowing mainly represents 
sums deposited by State authorities on different 
accounts in the Riksbank and transferred to the 
National Debt Office in order to diminish its 
need of loans on the market. Apart from the 
special loans mentioned above borrowing from 
the Riksbank has occurred merely on isolated 
occasions, to relatively small amounts, and at 
very short notice. At the end of 1943 no such 
loans were outstanding. Treasury bills have been 
sold by the National Debt Office to the Riksbank 
only on a very small scale. 

The issues of bond loans during the war have, 
without exception, met with a very good reception. 
The defence loans in particular have yielded results 
which far exceeded expectations. Bond loans 
have as a rule been issued without limitation as 
to amount, and the subscribers have received full 
allotments. Owing to these excellent results, the 
Government have been able to raise their loans 
on better and better terms. 


Organization of the issues. 


Up to the beginning of the nineteen-thirties, 
the usual procedure for the issue of loans by 
the National Debt Office was that the major 
part of the loans was underwritten by the Riks- 
bank and a syndicate of commercial banks. Du- 
ring the nineteen-thirties, however, the National 
Debt Office itself assumed responsibility for the 
issues, though with the assistance of the said 
banks, against a commission. This was the case 
also during the war, except as regards the 4"/, 
percents of 1940 and the 2 percents of 1942, 
which were underwritten, as to 70 and 100 per 
cent. respectively, by a number of commercial 
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banks. Towards the end of the nineteen-thirties 
the savings banks, having established an organi- 
zation of their own for investments in bonds, 
began, through this institution, directly to parti- 
cipate in the issues of State loans, and this co- 
operation has continued also during the war. In 
the issues of the large defence loans, the number 
of collecting centres for subscriptions was con- 
siderably increased by the participation of the 
post offices as well as of a number of organiza- 
tions and associations of different kinds. Among 
these new collecting centres, the post offices, the 
central associations for farm credits and the 
shops of the Cooperative Society served also as 
centres for the collection of payments. When 
State borrowing had begun to resume more 
normal forms, however, the groups cooperating 
in the issues of Government loans were again 
composed of the Riksbank, the commercial banks 
and the savings banks. 

How the proceeds of the Government loans 
raised during the war and offered for public 
subscription (exclusive of converted amounts) 
have come from the different centres for the 
collection of subscriptions and payments is 
shown (in million kronor) by the following ta- 
bular summary. The figures comprise also Trea- 
sury bonds and savings certificates offered in 
connection with certain bond issues. 


wm 

o Q 5) = e) 

$42 58 #£ a 
2 ae eae: Se 
o's = © = e) O° S 
Be 8 8&6 5 iy 5 og = 

as: bp 5B ° » 
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1940 4"/2 % loan 13 15 20 —- — = 100 
1940 defeneeloan 125 9 457 I01 94 13 799 
1941 defenceloan 69 4 358 83 75 21 610 
1941 loan “3/12. 30 1 376 26 50 .— 483 
1942 defenceloan 78 2 Bsr) ago. “tra 2a 978 
1942 2% loan . — — *500 — — | — 500 
1943 loan *5/, 60,744 4-328 77) 100. - — 606 
1943 loan**/rx . 28 I 236° 25 60 -— 350 
403 76 2,905 491 493 58 4,426 

1940 premium 
bond loan . . Gf es Beer 3) eq 29 150 
1942 premium 

bond loan. . 45 10 124 31 56 34 300 
Total 455 88 3,084 535 593 121 4,876 


*, * OF these sums, 35 and 43 million kronor, respectively, 
have been sold to savings banks. 


As the figures show, the commercial banks, 
during the war, predominated as collecting centres 
for subscriptions, in that about twothirds of the 
issues were placed through them. The commer- 
cial banks have thus retained their leading posi- 
tion as intermediaries for the placing of state 
bond loans, which they had held ever since the 
Swedish Government, during the former world 
war, had begun to address itself solely to the 
domestic bond market. 


Interest rates and life of loans. 


The fall of interest rates during the nineteen- 
thirties had gradually brought the interest on 
long-term Government bonds down to a level of 
3 per cent. The outbreak of the war entailed a 
considerable fall also in the prices of Govern- 
ment bonds, which was further aggravated in 
consequence of the events of April 1940, when 
the bottom level was reached. The yield on 
long-term Government loans had then risen to 
4'/, per cent. Bond prices, however, gradually 
improved, until in September 1941 the level was 
reached which, broadly speaking, has since been 
maintained, and which corresponds to 3*/, % for 
long-term Government bonds. The market fluc- 
tuations in the prices of Government bonds during 
the war are reflected in the interest rates on the 
new Government loans, all of wich have been 
issued at par, except the 4?/, per cents of 1940, 
which were sold at a price of 99 per cent. After 
the 1940 4*/, % sinking-fund loan issued in 
February 1940, followed the first defence loan 
in April of that year at 4 % interest and with 
a life of 5*/, years. The second defence loan, 
which was issued for subscription in January— 
May 1941, carried the same interest as the first, 
but had a life of 10'/, years. As regards the 
loans issued in the autumn of 1941, the Govern- 
ment offered 37/, % interest for 40-year and 


3 % for 5-year bonds. These interest rates have — 


since been maintained, but the life of the loans 
has been successively prolonged. The medium- 
term bond loan issued in April 1943 has a life 


of 6 years, and the 3'/, % loan raised in Novem- — 


ber of that year is to be called in for repayment 
after the lapse of 47 years. 
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the interest rates have fluctuated. The discount 
rate for 3 months Treasury bills, which shortly 
before the beginning of the war was about 1/, %, 
q jumped up to 1'/, % in September 1939 and in 
Be veust 1940 actually rose to 3 %. By June 1941 
Bp the rate had fallen to 1'/, %, and since De- 
| ~ cember 1942 it has been continuously maintained 
: at I % for 3 to 6 months Treasury bills. 
_ The national debt, which at the end of August 
a amounted to 2,701 million kronor, has, as 
_ already mentioned, risen since the beginning of 
; the war by about 7 milliard kronor, namely to 
ia ' 9,688 million kronor as at the 31st December 
| 1943. From the statements made above, it should 
be evident that State borrowing during the war 
| has entailed marked changes in the composition 
_ of the national debt. Besides the introduction of 
| loans of an entirely new type, very striking 
mers have occurred in regard to the life of 
| the various State loans. The tendency has shifted 


. Also as regards the floating debt borrowing, 


illiards Distribution of Government Debt according to Life of Loans. 
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towards loans with a shorter life. Whereas at the 
beginning of the war the national debt consisted 
as to 33 per cent. of so-called rentes (that is to 
say of bonds which could not be called in by the 
holder, and for which no date of repayment had 
been fixed), and as to 44 per cent. of long 
sinking-fund loans, etc., the composition of the 
national debt at the end of 1943, as regards the 
life of the loans, was entirely different. The 
share of the rentes in the total national debt had 
fallen to 3 per cent., whilst that of other long 
loans was 38 per cent. Owing to the short and 
medium-term loans raised during the war, about 
half the national debt at the end of 1943 had a 
remaining life of less than five years. 

This tendency towards a shorter life for the 
State loans had, however, already begun to mani- 
fest itself early in the nineteen-thirties, at the 
beginning of which the share of the rentes in 
the national debt was still 67 per cent. These 
changes in the composition of the national debt 
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are chiefly due to the trend of interest rates. 
When the interest rates began to fall in the 
nineteen-thirties, it was, on the one hand, to the 
advantage of the State to reduce the charges on 
the national debt, whilst, on the other hand, 
investors were reluctant, at a time of low interest 
rates, to tie up their money for an indefinite 
period. The reduction of the interest charges on 
the national debt was thus made at the expense 
of the life of the loans. The consequence was a 
curtailment of the length of the bond loans, 
manifesting itself in the replacement of the rentes 
(the previously predominating type of loan) by 
sinking-fund loans and other loans with a fixed 
term of repayment. The further shortening of 
the life of the State loans which supervened 
during the war is also connected with the fact 
that, owing to the greatly increased need of 
revenue, the Government had been obliged, to a 
far greater extent than formerly, to address 
itself to the short-term money market, which was 
unusually well supplied. 

The growth of the national debt during the past 
years of the war, as well as the above-mentioned 
change in that debt during this period, is illu- 
strated by the appended diagram, showing the 
composition of the national debt on the basis of 
the remaining life of the loans at the end of 
every half-year. Especially as regards the position 


at the end of 1943, it should be observed that the _ 


repayment of a large part of the loans included 
in the upper section of the diagram is in reality 
not so urgent as appears to be indicated by their 
short life, of at most one year. This applies 
particularly to the above mentioned special loans 
from the Riksbank and to the sums desposited 
by State institutions in the Riksbank and trans- 
ferred, to the National Debt Office. In fact, 
during the past years, this indebtedness has shown 
a tendency to become more or less permanent. 

In this connection, it may be mentioned that 
— in accordance with the readjustment of the 
“capital” section of the budget, proposed in a 
Government bill introduced this year in the Riks- 
dag —, the major part — about 400 million 
kronor — of the long-term loans from State 
institutions and funds is to be wiped off from 
the national debt by counterbalancing these items 


against the book value of the capital invested in 
the Government business enterprises (State rail- 
ways, Post Office, etc.) and in real property. 

Owing to the large increase in the national 
debt in consequence of the war, the interest 
charges on that debt have, of course, risen yery 
considerably. As a basis of comparison, it may 
be mentioned that the interest charges on the 
national debt, after the conversions made about 
the year 1930, had been reduced to an annual 
amount of 81 million kronor, and during the last 
pre-war year 1938—1939 were still as low as 
g2 million kronor, In the course of the past finan- 
cial year are estimated at over 260 million kro- 
nor. Reckoned according to the population of the 
country, this means that the interest charges on 
the national debt have risen from 13 kronor per 
head of population during the financial year 1931 
—1932 to 34 kronor per head during the financial 
year 1942—1943. The above-mentioned reduction 
of the national debt by counterbalancing a part 
thereof against the capital invested in Govern- 
ment business enterprises and real estate will 
indeed conduce to some reduction of the interest 
charges; in reality, however, this reduction does 
not involve any alleviation for the Treasury, as 
it entails a corresponding decrease in the revenue 
from the said investments. 

How State borrowing during the war has af- 
fected the interest charges on the national debt is 
shown by the following table for the average 
yield on the funded and floating national debt: — 


Average yield 


on the funded 
national debt 


Years on the floating 


national debt 


% % 
1929. 0s) acoe 4-54 
TOSS nines ed 0) 1.47 
BOZO as ars 0.96 
IQ40. 2 5 «| 3.72 1.85 
LOAT i cic ses: 1.60 
EQA2N wets (SOR 1.10 
TOAD ers eet 359) 1.23 


As appears from the above percentages, especi- 
ally for the funded national debt, the increase in 
the interest charges on State loans raised during 
the first years of the war has not appreciably 
affected the average rate of interest on this part 
of the national debt. The chief effect of this 


increase was to interrupt the downward trend of 
the average rate of interest owing to the con- 
versions in the nineteen-thirties. After the sta- 
bilization of the Jevel of interest in the autumn 
of 1941 and the ensuing additional conversions, 

the average interest, as may be seen from the 
table, again began to move downwards. 

As pointed out at the beginning of this article, 
State borrowing policy has been normally guided 
by the principle: borrowed money only for pro- 
ductive purposes. As regards the pre-war period, 
this signified that the increased interest charges 
‘resulting from the perpetually swelling national 
debt had not been a real burden on the Treasury, 
as the investments of the borrowed monies had 
yielded correspondingly increased revenue. On 
the other hand, the increase of the national debt 
during the war has been due merely in a minor 
degree to productive investments of capital. Du- 
ring the years 1940-1943 the sums transferred 
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by the National Debt Office to the Treasury for 
“replenishment of funds” — which heading re- 
presents the contribution made by borrowed 
monies to the financing of current budgetary ex- 
penditure — amounted altogether to 5,350 mil- 
lion kronor. As the increase in the national debt 
during these years figured at 7,000 million kro- 
nor, about three-fourths of the borrowed monies 
must have been used to cover the deficits in the 
budgets. And, as this use of the borrowings has 
not entailed any increase in the productive State 
capital, a very large part of the increase, during 
the war, of the interest charges on the national 
debt has involved a real burdening of the budget. 
Hitherto, however, the net profits of the State 
productive funds (postal, telegraph and railway 
services, State lending funds, etc.), as shown in 
the budgets, have more than covered the interest 
charges on the national debt, this owing to great 
profits of certain of the funds mentioned. 
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INTEREST: RATES ANbeRENTS 


BY EINAR HUSS, D. SC. 


The level of interest, as we know, is a factor 
of very small importance for building costs, On 
the other hand, it plays an important part in 
the financial administration of the finished 
houses. A dwelling-house represents a consider- 
able amount of capital and, as the interest on 
it is paid out of the rents received, the level of 
rents is greatly dependent on the level of in- 
terest. 

During the first year of the present war 
building costs of all kinds were very considerably 
increased. Moreover, there had been a rather 
considerable rise in interest nates. When the 
1940 Building Cost Committee enquired into the 
situation, they considered it certain that the rise 
of interest rates would entail a considerable in- 
crease in the level of rents for the houses built 
at that time. 

The rise in interest rates, however, proved to 
be mainly of a transient nature. In 1940 the war 
had approached all the frontiers of Sweden, 
with the result that the demand for mortgage 
loans and other long investments in some quarters 
fell almost to nil. Thus the situation soon changed, 
and now the level of interest is barely higher than 
before the war. 

It is significant for the present situation that 
the interest on first-mortgage loans on the secu- 
rity of dwelling-houses, which before the war was 
3 %, is now about 3.6 %, whilst the interest 
rates on second-mortgage loans before the war 
were about 4 % and now fluctuate from 3°/, to 
4 %. That these are very low rates is indicated 
by the fact that the interest on similar loans in 
England and America for a very long period 
before the war had not been less than 47/, %. 

Confining ourselves solely to conditions in 
Sweden, it may be noted that the level of interest 
is now considerably lower than it was at the 
beginning of the nineteen-thirties. The reduc- 
tion in the interest on good mortgage loans 


during the period from 1930 to 1938 may be 
estimated at about 17/, %. The reduction actually 
utilized may perhaps be put on an average at 
1 %. One may then ask whether the general 
public have derived any benefit from this fall 
in interest rates or, in other words, whether any 
corresponding reduction of rents has been made. 

We must first enquire whether such a fall in 
the interest rates would really warrant any con- 
siderable reduction of rents. Provided that the 


‘capital is to be amortized in the course of 80 years 


(which corresponds with the basis for the Com- 
mittee’s calculations), a lowering of the average 
rate of interest from 4°/, % to 3°/, % would 
justify a reduction of rents to the extent of 
Ils %. 

As regards dwelling-houses in Stockholm, the 
level of rents during the nineteen-thirties had 
fallen rather considerably. According to the ex- 
perience of a large real-estate company, the re- 
ductions in rents during a ten-years period before 
the present war averaged about 12.5 per cent. 
On closer examination, however, this seeming 
correspondence between the reduction of rents, 
and the fall of interest rates will be found to be 
merely a nominal, in that rents had already shown 
a downward tendency during the economic crisis 
of 1931, at which time interest rates had not 
yet begun to fall. This illustrates the well-known 
fact that rents are affected in the first place by 
the general economic situation and the consequent 
fluctuations in the demand for good housing 
accommodation as well as by items of expendi- 
ture other than interest charges. Moreover, the 
cheapening ‘effects of falling interest rates do 
not make themselves felt till after a time-lag, 
that is, according as the long-term loans on the 
security of real estate expire and are renewed 
at a lower rate of interest. 

In practice, therefore, it is rather difficult to 
show any direct connection between rents and 
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interest charges for dwelling-houses. Moreover 
in recent times this matter has been further 
complicated by the supervention of a new factor, 
which has conduced to raise the capital costs in 
approximately the same degree as the fall in 
interest rates had tended to reduce them. 

What had primarily conduced to raise the level 
of rents before the war was that tenants had 
become so very exacting in regard to the standard 
of housing accommodation. This entailed a 
marked increase in the costs of maintenance and 
modernization. In point of fact, the idyllic times 
when one could reckon with an amortization 
period of 100 years or more for capital invested 
in a dwelling-house have long since passed. In 
view of the need of reconditioning, an amorti- 
zation period of not more than 75 years must 
now be considered normal for houses in Stock- 
holm. Moreover, the demand for more luxurious 
apartments has tended to increase the costs of 
house-building, besides entailing heavy expen- 
diture on the reconditioning or modernization of 
older buildings, over and beyond ordinary main- 
tenance. In both cases investments of consider- 
able capital will be required to meet current 
expenditure or the amortization of loans. It can 
thus be stated that if the tenants have not derived 


any further benefit from the low interest rates, 
this is due to the fact that they have chosen to 
live in more expensive houses. 

It is thus evident that neither the owners of 
house property nor the banks can be reasonably 
blamed for these developments. It is also fairly 
obvious that the shortening of the amortization 
period for capital invested in dwelling-houses 
ought to be expressly recognized in the taxation 
regulations. 

The regulations regarding abatements for de- 
preciation in value must in fact be regarded as 
extremely restrictive and antiquated. In Stock- 
holm, for example, such deductions are permitted 
for brick or stone houses at a rate of merely 
0.6 % of the assessed value of the building. As 
regards these houses, this corresponds to a “life” 
of more than 160 years. During this period several 
generations of tenants will flourish and die, 
and during the same period the capital invested 
in the property will be renewed two or three 
times over. If 75 years is the actual period of 
amortization for the capital, the percentage for 
permissible deduction should evidently be raised 
to 1'/; %. The present regulations involve an 
unwarranted additional taxation of house-owners 
and naturally entail an increase in rents. 
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THE ECONOMIC SITUATION DURING THE 
FIRST QUARTER OF 1944 


The General Situation. The fifth year of 
the war has been marked by a striking change 
in Sweden’s economic life, in that  enter- 
prise has been handicapped in a _ consider- 
ably less degree than before by a shortage 
of raw materials, fuel and labour. The trend, 
however, has been disparate. On the one hand, 
the supplies of goods have been more abundant, 
owing to the larger agricultural production, the 
progress made in the manufacture of substitutes 
and increased importation. On the other hand, 
several factors have combined to retard pro- 
duction. Among them, we note in the first place 
the decline of the foreign markets for Swedish 
timber products, the diminished orders for ar- 
maments and, in indeterminate degree, a cautious 
buying policy in view of optimistic expectations 
of approaching peace. The total industrial pro- 
duction, which after the decline in the summer, 
had shown distinct signs of recovery — re- 
flected in the rise of the production index from 
106 in August to 109 in November —, fell off 
somewhat at the beginning of the present year, 
owing to the unfavourable trend in the pulp 
industry. The depression in this branch of in- 
dustry — sharply contrasting with the growing 
activity in the engineering workshops — has 
entailed a further aggravation of the lopsided 
development of industry. 

The maintenance of industrial production as 
a whole, in conjunction with a continued recovery 
in agriculture — as reflected, for example, in the 
now available figures for the census of domestic 
animals — has rendered it possible to avoid any 
further decline in the provision of supplies for 
the population and has actually admitted of some 
increase in consumption. The most recent mani- 
festations of this tendency are the alleviations in 
the rationing of boots and shoes and the larger 
rations of certain animal foodstuffs. 


The recovery after the decline in the summer 
has been particularly marked in the heavy in- 
dustries. Thus the production index for the iron 
and steel industry rose from 133 in August to 
140 in January, and for the machine industry 
from 154 to 166 in December, which marked a 
new record. This advance, of course, reflects the 
improvement in the labour situation, and perhaps 
also indicates that the hesitation, in view of the 
anticipated approach of peace, which could pre- 
viously be observed, for example, in purchases 
of certain highly manufactured steel products 
has ceased or diminished. Despite reduced orders 
for armaments, the consumption of iron was 
maintained in 1943 at about one million tons, 
and is expected to be on the same scale also 
this year. 

For employment in the heavy industries, in- 
dustrial investments have been a stabilization 
factor of the first order. The known industrial 
investments amounted last year to 641 million 
kronor, which is almost exactly the same figure 


as for the preceding year, viz. 640 million kronor, 


and will apparently be on about the same scale 
this year. The estimate made by the Swedish 
Board of Trade indeed figures at a considerably 
lower sum, viz. 528 million kronor; but, in view 
of the incompleteness of the calculations on which 
this estimate is based and the fact that the pre- 
liminary figures last year were found to involve 
a considerable underestimate, there is scarcely 
any reason to anticipate any appreciable decline. 
Indeed, if peace should be concluded this year, we 
may expect.a considerable increase in industrial 
investments, to judge by the plans reported to the 
Swedish Board of Trade. 

A similar stability has been shown in house 
building. The seasonal equalization of building 
activity in 1943 has not only been maintained, 
but has actually shown a further development: at 
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the beginning of the present year no less than 
17 000 apartments were in course of building in 
the larger towns, as compared with 12500 at 
the same time a year before. Labour is no longer 
a difficult problem, and the supply of raw ma- 
terials, though, of course, still scanty, seems, 
in the circumstances, to have been tolerably sa- 
tisfactory. 

The dark spot in the picture is the situation 
in the timber-product industries. In January the 
production index for the pulp and paper mills 
showed a new decline from 46 to 40, as compared 
with about 65 a year previously. In 1943 the 
manufacture of wood pulp decreased from half 
to one-third of the output capacity. At present it 
seems more uncertain than ever whether the 
expectations raised by the Swedish-German 
trade agreement will actually be made good. This 
agreement provided for an export quota of 
200 000 tons of chemical wood pulp. Last year 
the amount actually exported was 140000 tons. 
This year merely 30000 tons have so far been 
sold, and a still smaller quantity delivered. In 
order to counteract the unemployment which 
would otherwise have ensued from the situation 
in the pulp mills, a certain amount of pulp is 


_ being manufactured for post-war consumption. 
_ As the unsold stocks were already very consider- 


able at the beginning of this year, namely 415 000 
tons, as compared with about 100 000 tons at the 
same date in the two immediately preceding years, 
there will be a large accumulation of stocks to- 
wards the summer, estimated at 550000 to 
600 000 tons on the Ist June, apart from cellu- 
lose for fodder. 

There has been a shrinkage also in the export 
of wood goods, which last year showed a new 
bottom record. However, as this industry is 
supported by the rather brisk activity in buil- 
ding, the total result has not been as depressing 
as it is for the pulp mills. The trend of pro- 
duction in the sawmills and pulp mills has en- 


tailed a smaller demand for labour, with the con- 


sequence that the cutting of timber for fuel pro- 
ceeded more smoothly than before, and without 
any apprehensions of a shortage of labour. For 
the first half of the timber-cutting period, thus 


up to the end of last year, the output was 
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approximately the same as at the end of i942. 
Moreover, the import of fuel has been relatively 
satisfactory, being 4.8 millon tons in 1943, as 
compared with 3.9 million tons in 1942. As the 
trend has been comparatively satisfactory also 
during the first two months of this year, the 
fuel situation for the moment looks rather 
favourable. This is indicated also by the pro- 
posal of the Fuel Commission to the effect that 
no obligatory production should be enforced for 
timber-cutting next season. Another factor which 
is conducing to the improvement in the situation 
is that the production of electric power is still 
being intensively developed. The risk of a shor- 
tage of electric power, with consequent rationing, 
has thus been practically eliminated. 

When the calling-up of conscripts for military 
service had diminished during the autumn and 
the production in the timber industries had been 
considerably reduced, the strain on the labour 
market had not only been relieved, but in some 
places, especielly in the timber districts on the 
coast of Norrland, had actually been converted 
into some unemployment. The number of re- 
ported applicants for work at the end of February 
had risen to 17 200, as against only 9 600 at the 
same date last year. The percentage of unemploy- 
ment in the trade unions was 9.6 at the beginning 
of this year, as compared with 10.3 at the be- 
ginning of 1943. 

From the quantity figures for last year’s 
foreign trade, which are now available, it appears 
that the imports had increased from 6.2 million 
tons in 1942 to 7.0 million tons in 1943. The 
improvement in the total figure, which seems 
to be largely due to the importation of heavier 
products, shows a rather heterogeneous trend 
for different classes of goods. On the one hand, 
we note an improvement as regards so important 
products as fuel, metals other than iron, certain 
chemicals and machinery; on the other hand, a 
shrinkage in the importation of malleable iron 
and steel and certain important commodities 
(carried on vessels under safe conduct), such 
as cotton and oil cakes. 

On the whole, however, last year’s inportation 
must be said to have been satisfactory, and the 
shrinkage in the importation of certain goods 
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has scarcely been so marked as to seriously affect 
the situation in. Sweden. The stocks of important 
goods at the beginning of this year seem to have 
been relatively satisfactory, thus guaranteeing us 
against any sudden reduction in the supplies of 
raw materials. 

The figures for foreign trade show a marked 
decline in January. It should be noted, however, 
that by that time the resumption of safeconduct 
shipping had not yet been reflected in the sta- 
tistics. There was in fact a marked recovery in 
February, with the result that the total import 
value for the first two months of 1944 is not 
very much smaller than the corresponding figure 
for the same period last year. As regards exports, 
however, the decline is much more marked, 
amounting to nearly 30 per cent. 


Surplus of 


Imports Exports 


imports 
Million kronor 
Jan.—Feb. 1939. . . . 337 274 63 
> Se LOO aa un 425 284 141 
> Bia L ON Teck care 205 132 73 
> BO EGAD yf. 2) 229 127 102 
> Pe AROAG ites 310 152 158 
> De TOAA KS. ace 277 109 (68 


The position of the commercial banks during 
the last few months is shown by the following 
summary. 


1943 1944 
Assets (in mill. kr) Feb. Nov. Dec. Jan. Feb. 
Caab ase ti, ecs, wees 343 252 339 505 386 
Treasury bills ..... 507 673 674 671 674 
Swedish bonds .. . .I,07I 1,251 1,239 1,187 1,172 
Advances in Sweden 4,372 4,648 4,673 4,635 4,728 
Assets abrood . .... Ni) 92 8S 89 88 
Sundry accounts .. + + 391 522 §70 380 347 
Total 6,773 7.438 7,583 7.467 7,395 
Thereof, Swedish bonds 
and treasury bills . . . 1,578 1,924 1,913 1,858 1,846 
Liabilities (in mill. kr.) 
Deposits in Sweden. . - 5,091 5,519 5,602 5,686 5,643 
Liabilities abroad... . 228 227 237 236 239 
Share capital and reserve 
finds ie Poke Se, wee 778 812 812 813 814 
Sundry accounts . . . . 676 S80 932 __732 699 
Total 6,773. 7,438 7,583 7,467 -7,395 


In February, when the defence tax fell due 
for payment, deposits diminished, whilst there 
was an increase in advances. During the period 
from February 1943 to February 1944 the de- 
posits increased from 5.09 to 5.64 milliard kro- 
nor, or by about 11‘per cent. At the same time 
advances increased from 4.37 to 4.73 milliard 
kronor, and bond holdings from 1.58 to 1.85 mil- 
hard kronor, or by 8 and 17 per cent., respectively. 
A comparison between the advances and inyest- 
ments before the war and in February 1944 is 
shown (in million kronor) in the table below. 


Feb. 1939 Feb. 1943 Feb. 1944 
Cash, bonds and loans against 


Bonds aur aten ena 1,326 2,558 2,873 
Mortgage toons! 2 3 = 3). ss. 2,051 2,192 2,415 
Shares and loans against shares 750 615 580 
Bills of exchange and loans 

against guarantors’ bonds. 1,642 1.468 1,546 

5,769 6,833 7,414 


Grants of credits, together with investments in 
bonds and shares, have thus increased by 28.5 
per cent. since 1939 and by 8.5 per cent. since 
last year. Investments in shares and loans 
against shares show a marked decrease during 
the war. Discounting of bills of exchange and 
loans against guarantors’ bonds, which during the 
period 1939—1943 had diminished by over 10 per 
cent., showed a minor increase during the past 
year. Mortgage loans have increased at the same 
pace as the total investments of capital, amount- 
ing in round figures, as before, to one-third of 
that total. The largest increase is shown by »Cash, 
bonds and loans against bonds», being 117 per 
cent. reckoned from 1939 and 12 per cent. from 
last year. These items together with mortgage 
loans, which apparently represent the safest in- 
vestments of capital now amount to no less than 
71 per cent. of the total investments, as compared 
with 59 per cent. before the war. 


The Stock and Bond Markets. In the fol- 
lowing table approximate figures are given for 
the yield (in percentage) corresponding to the 
market value of representative Swedish bond 
loans during the last few months. As may be 
seen, the yield has remained. practically unchan- 
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ged, or about 3.3 % for gilt-edged securities and 
3-5 to 3.6 % for first-class short-term indu- 
‘strial loans. 


Vield on Bonds (in %). 


haat 1943 1944 
: Lr Ol x4) rs/ 1s; 1s) xr4/_ 16/ s/, 281 
Swedish Government. loans Io */x0 "S/ax '3/xa “Aix “S/o *$/3 7/3 


3 % 1934-. Conv. 1944 1 
3 % 1937-97. Conv. 1947 I 
Mortgage Banks. 


3 % Conv. 1944—47 . . 4 3.3 3-30 3.31 3.3t 3-30 3.30 3.30 3.30 
Repayment 1999-2009, at latest. 


3.3 3.33 3.33 3.33 3-31 3.29 3.30 3.31 
3-29 3-29 3.33 3.33 3-30 3-30 3.29 3.30 


Municipalities. 
3 and 3'/4 % Conv. 
MOAB=—AGt. J a. . 2 3.27 3.28 3.28 3-27 3.27 3.27 3.27 3.27 
Repayment 1965-1966, at latest. 
Industrial Companies. 
3°/4 % 1937-57. Cony. 1947 3 
3°/2% 1937-62. » 19471 


3-62 3.55 3.56 3.56 3-56 3.57 3.62 3.62 
3.52 3.52 3.52 3.52 3-52 3.53 3-53 3-53 


The principal issues of bond loans during the 
past quarter were the following: 


Interest Face Issue 
Issued by rate amount price 
in % in kronor in % 
_ Swedish Government (*5/31944) 3 */2 = 100 
Swedish Government (*5/31944) 3 = 100 
_ The Mortgage Bank of Swe- 
GES 5: 0 Ae 3/2 20,000,090 ? 
The Gothenburg Mortgage 
MRK ints ses kl 37/2 10,000,000 3 
_ Svenska Bostadskreditkassan . 3 */2 10,000,000 ? 
Hifrestr6ms AB... .... 37/2 2,000,000 100 
' Mo och Domsj6 AB... . . 37/2 10,000,000 Ico 
Alby Nya Kloratfabriksab. . 3/2 2,128,000 4 
Torsviks Sagverks AB. . . . 37/2 2,000,0007. ~=100 


L. M. Ericsson Telephone Co. 4 */2 


: * Amount of loan not fixed. — ? Being sold privately. — 
> Of this amount 2,000,000 kr. has been offered and placed 
privately at par. — ‘ In connection with the conversion of 
the 47/2 % loans of 1934, at par. — 5 The right of subscrip- 
tion reserved for the shareholders. 

As may be seen from this survey, most of 
the new loans are being placed privately or are 
in the nature of conversions. The chief excep- 

_ tions are the new Government loans, which have 

_ been offered for subscription during the period 

15 March—s5 April 1944. 

At the time when the new Government loans 
were being contemplated, investigations had 
_ Shown that there was a considerable demand for 
_ investments. A 31/, % loan, running to the 15th 
~ March 1992, thus for 48 years, with the right 


of conversion on the 15th March 1954, is intended 
for insurance companies and similar institutions. 
A 3 % loan, running to the 15th September 
1950, thus for 6'/, years, is intended for savings 
banks, companies and individual investors, who 
do not wish to tie up their money for such a 
lengthy period. A novel feature is that the in- 
terest on the 3 % loan is payable only once a 
year, which obviously involves savings in costs. 
The amount of the loan has not been limited. 
There being already special types of loan intended 
for small investors, namely savings bonds and 
the so-called »rikskonton» (deposits in banks, 
transferred for 6'/, years to the National Debt 
Office), the face values of the new bonds have 
been restricted to denominations of 500 kronor 
and upwards. 

The new Government loans have attracted 
great interest: immediately after the Easter holi- 
days it was reported that about 459 million kro- 
nor had been subscribed. The offer of these 
loans has entailed a downward trend in bond 
prices, especially for short loans. 

Considerable interest has also been attracted 
by the 35-year 47/, % loan of 25 million kro- 
nor issued at par by the L. M. Ericsson Tele- 
phone Company, against registered certificates. 
The right of subscription has been reserved for 
the shareholders, who thus receive the bonus 
involved in the high rate of interest. At the same 
time the company has given notice to repay on 
the 15th of June 1944 its 5'/, % registered 
certificates of 1931 (outstanding amount kr. 
19 570 000). 

As appears from the appended table, share 
prices during the past quarter — though stock 
exchange business has at times been dull —, have 
shown an upward trend. The directors’ reports 
of industrial and banking companies, which are 
now being published in increasing numbers, in- 
dicate, broadly speaking, a well-consolidated po- 
sition, and proposed dividends, in most cases, are 
the same as last year. 

A transaction which has attracted much in- 
terest took place in March. The partners in the 
banking firm of C. G. Cervin have transferred 
the firm’s business to AB. Custos and its asso- 
ciated interests. The banking business carried on 
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| | } H 
| 1939 | 1940 1941 | 1942) 1943 | 1944 . 
eisis|=lel el vlolzlelsl sis. 
elFlylFleleleleleleleleelelels 
Share Index. ey Rare T | Nl . | | 
i | | | | 
Home, industries ..... 5... | 175 || 145 148 | 166 || 168} 165) 156 a 163 168 165 | 164) 168 | 164 | 165 | 167 
Otheriindustries’s, 6. 4 Ss 171 || 130 || 155 | 178 | 188] 186] 178) 185 | 189) 190 | 188 | 188 | 195 | 190 | 196 | 197 
| | i : j 
Of which | | i | ) ee 
Gringesberg Company . | I9t |} 131 | 155 | 189 || 191| 191 | 167 | a 192 | 185 181 | 184 | 190 180) 199} 199 
Exporting engineering industries | 195 | 133 || 161 | 187 || 191] 192] 188] 196| 197 | 200/ 197] 198 | 209 | 205 | 212] 215 
Other, including iron and steel ind.| 181 || 138 |] 170 || 188 | 188} 180} 167 176 181 | 179 175 | 174 181 | 177 | 185) 181 
Wood-goods and pulp-ind. 124 | 104 | 119 | 135 | 153] 150 147 152153 | 157 156 | 157 || 160| 155 | 160| 160 
Combined wood and iron ind. | 200 | 184 211 || 250 ] 278) 283| 270) 281) 282 | 287 | 293) 282/288 281 | 281 | 286 
Danese oe, oat ele te ee | 192 || 143 || 156 || 169 | 178| 174| 170! 173| 176) 182! 186 | 187) 190) 192 | 194| 199 | 
Note. Where not otherwise stated, the figures are for the middle of the month. 


by the firm in Stockholm since 1857 will be taken 
over by the Skandinaviska Bank. Several large 
blocks of shares, namely 2,560 shares in the 
Skandia Insurance Company, 10,000 in the 
Grangesberg Company, 22,000 in AB. Nlippans 
Finpappersbruk, 9,000 in Ho6ganas-Billesholms 
AB., and 9,000 in Uddeholms AB. will be trans- 
ferred to AB. Custos. In connection with this 


transaction, AB. Custos has offered its share- 
holders the right to subscribe to one new share 
for two existing shares, at par. The new shares 
will have a total face value of 9,300,000 kronor. 
The firm of C. G. Cervin is the last private 
banking firm in Stockholm which has held a 
Government charter for the carrying on of 
banking business. 


ee 
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Some Statistical Data Concerning Sweden’s Economic Position. 


Currency Reserve, Stock of Gold, Note Circulation. 


JE co oleae 
Feb. 


Ree ote 
6S ee 


ee 


IV (Average) 


Notes 


Net Claims of Banks on Foreign Countries The Riksbank’s | 
million kronor 
Stock of Gold and 
(End of month) Stock of Gold! ‘ ee ow f Note Circulation 
" ors ie \Foreign Countries “We 
Rikshank | Commercial banks Total (million kr.) | Gorton kr.) | (million kr.) 

1942 | 1943 | 1944 | 1942 | 1943 | 1944 | 1942 | 1943 | 1944 1942 | 1943 | 1944 | 1942 1943 | 1944 1942 | 1943 | 1944 | 

760 | 535 | 620 |—129|—138/—146| 631 | 397 | 474 | 947 | 1429 | 1676| 1707 | 1964 | 2296 | 1562 | 1867 | 2114 | 

693 | 554 | 626 |—128} —138)—150] 565 | 416 | 476 | 1054 | 1435 | 1686| 1747 | 1984 |} 2312 | 153 Bie 2061 | 

632 | 567 | 566 |—131|—144) SOL | 423 1162 } 1443 | 1770 | 1794 | 1988 | 2336 | 1558 | 1842 | 2057 

695 | 552 | 604 ,—129,—140 566 | 412 1054 1436 | 2711 | 1749 | 1980 | 2315 | 1551 | 1850 | 2044 | 
620 | 58 — 132|—134| 488 | 450 1175 | 1445 1795 | 2029 1580 | 1870 
542 | 59 —14I/—141 401 | 455 1292 | 1452 1835 | 2048 | 1560 | 1831 
543 | 627 — 142] — 139} 401 | 488 1297 | 1459 1840 | 2¢86 1631 | 1907 
568 | 602 —138 —138) 430 | 464 1285 | 1452 1823 | 2054 | 1590 | 1869 
546 | 571 —136, — 133) 410 | 438 1307 | 1546 1852 | 2117 1627 | 1890 
547 | 575 —131|—128) | 416 | 447 1326 | 1558 1873 | 213 1677 | 1960 
550 | 588 —135|—127| 415 | 461 1348 | 1570 1898 | 215 1728 | 2024 
548 | 578 —134|—129 414 | 449 1327 | 1558 1874 | 2136 1677 | 1958 
559 | 601 —132|—150 427 | 451 1371 | 1588 1930 | 2189 1780 | 2059 
562 | 609 | —127)—135 435 | 474 1389 | 1613 1951 | 2222 1784 | 2043 
551 | 652 —I41|—149 410 | 503 1407 | 1627 1958 | 2279 1910 | 2161 
557 | 621 —133'—145 424 |' 476 1389 | 1609 1946 | 2230 1825 | 2088 

The figures comprise balances with foreign customers 

and holdings of foreign bills and foreign bonds less At end of month Monthly averages 

amounts due to foreign customers 


* The Riksbank holding of gold is given at its market value, other items at 


Commercial Banks, Stock Exchange. 


their book values. 


2—440476 


Commercial banks Share Index Shares sold 

on the Stockholm) 

Doposia |, trenete | © GeO] dome | other | Stock Exchange | 

(million kr.) ted (million kx) (uniionelen eo reneteree (1000 kr.) | 

Ee ee t 2 * = 

1942 | 1943 | 1944 1942 | 1943 | 1944| 1942 | 1943 | 1944 | 1942|1943]1944 | 1942] 1943|1944| 1942 1943 | 1944 

| } 

an. 4779 | 5193 | 5686 | 4208 | 4305 | 4635 | —571|— 888 |—1051)| 166] 168) 168) 178) 188] 195] 493] 408 | 47 

Feb. aan 4699 | 5091 | 5643 | 4204 | 4372 | 4688] —495 |— 719|— 955] 171 | 160] 164) 186) 177| 190| 767} 380 | 366) 

March . || 4796 | 5173 4213 | 4396, —583|— 777 162| 161} 165] 182| 182) 196] 1182] 369 | 505 

I (Average) || 4758 | 5152 4208 | 4358 —550|— 794 166 | 163| 166| 182) 182/194| 814| 386 | 458 | 

Lo 4803 | 5151 4181 | 4468 | | —622|— 683 168 | 165 192} 186 1172| 372 

Magee. 4711 | $192 4170 | 4525 | | —541|— 667 174] 161 194) 184 589 347 

usin ts. > - 4804 | 5261 4161 | 4509 | | —642|— 752 169 | 156 184 | 180 506 | 289 
Il (Average) || 4773 | 5201 4171 | 4501, —602|/— 700 170 | 161 190) 183 750 | 336 
July .-..-.- 4940 | $397 4094 | 4454. —846|— 943 173 | 156 188 | 178 39 282 
i 5014 | §510 4097 | 447 —917 | - 1034 178 | 159 196 | 185 76| 358 
Sti) 2 Sessa 5093 | 5029 4238 | 4492 —3855 |—1137 181 | 163 200| 189 406| 605 | 
Ill (Average) || 5016 | 5512 4143 | 4474 —873 |— 1038 177 | 159 195 | 184 494| 415 
cc ae 5126 | 5708 4226 | 4510 | —900 |—1198 176 | 168 194 190 270| 3g0 
Nowe. 5005 | $519 4274 | 4648 reheat 169 | 165 186 | 188 444) 368 | 
1a he $021 | 5602 4333 | 4673 | — — 929 166 | 164 186| 188 330| 402 

TV (Average) || 5051 | 5610 4278 | 4610 | —773|— 999 170 | 166 189 | 189 350 | 387 | 

; eer ; Averages per | 

Deposits from and loans to the public within The figures denote mid- = 
Notes Rie stonsiey (at the end of the respective month) monthly average prices aie terial | 
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r 
Rates of Interest and Price Level. 
Yield on Bonds Wholesale Price Index (Board of Trade) Cost of Living 
(%) (1935 = 100) Index 
(July 1914 = 100) 
Govt. Loans | Industrial Loans | Import Goods | Export Goods “|All Goods 
1942 | 1943 | 1944 | 1942 | 1943 | 1944) 1942 | 1943 | 1944 | 1942 | 1943 | 1944 | 1942 | 1943 | 1944 | 1942 | 1943 | 1944 
Jan. . 3.25] 3.26| 331] 3-71 | 3.62] 3.574) 250 | 293 | 298 | 172 | 204 | 208 | 182 | 196 | 195 || 227 | 239 | 240 
Hebe des ceniane 3.25 | 3.28] 3.29] 3.74] 3 62| 3.57/| 258 | 291 | 298 | 172 | 205 | 208 | 183 | 197 | 195 || - . 
March .. . «|| 3.26] 3.28] 3.30] 3.80] 3.61] 3.62] 2601 | 291 177 | 2 184 | 197 
I (Average) || 3.25 | 3.27 | 3-30] 3-75 | 3.62] 3-59] 258 | 202 174 | 205 183 | 197 
Arima! CM, ie 3.26| 3.29 3.76 | 3.62 264 | 293 186 | 206 186 | 197 236 | 240 
Mays 2 cae. 3.26| 3.29 3.76 | 3.62 263 | 293 188 | 206 187 | 197 : : 
ue yee eee. 3.26 | 3.30 3.70 | 3.62 267 | 293 190 | 206 188 | 197 
Il (Average) || 3.26) 3.29 3.74| 3.62 266 | 293 185 | 206 187 | 197 
nly: 2s 3.26 | 3.33 3.70] 3 62 273 | 293 196 | 2c6 193 | 196 237 | 239 
[Naso taicierasc oes 3.25 | 3.42 3.66 | 3.62 281 | 293 198 | 206 192 | 195 . : 
Sepia ee sieenull) 3.261) 39x 3.57| 3-62 283 | 293 199 | 206 192 | 195 
Ill (Average) | 3.26 | 3.32 3.64 | 3.62 | 279 | 203 198 | 206 192 | 195 
Ghctaaet tegie = « Ber Gin 3.23 3.59 | 3.55 285 | 295 201 | 206 193 | 195 239 | 239 
Novae os 5 3.25 | 3-33 3.62 | 3.56 288 | 295 202 | 206 195 | 195 : : 
eC mrt, Rau 3.28 | 3.33 3.62 | 3.57 291 | 295 202 | 2c6 195 | 195 
IV (Average) || 3.26 | 3-33 3-61 | 3.56 288 | 295 202 | 206 194 | 195 [ 
Not Calculated on market prices at Refers to end 
ones middle of months of quarters 
Trade and Industry. 
| 
Index of Pro- Waggon-axle 
Total Imports Total Exports a rae Berry ce homerce = pi ue fee pack in i 
eae ‘ Per accor er. oade ruc | 
(million kr.) (million kr.) of Swed. Industries Index numbers | cs Railways (%) | 
(1935 = 100) 
1942 | 1943 | 1944 | 1942 | 1943 | 1944 | 1942 | 1943 | 1944 || 1942 | 1943 | 1944 || 1942 | 1943 | 1944 1942 | 1943 | 1944 
Jan. . 155 | 164 | 122 | 86] 77 47 104 | 110 | 108 } 3.34] 3.7 | 3.5 | 88.0] 92.7] 89.8] 13.7] 84] 8.3 
Reb. eas ae 73 | 147 | 155 | 42) 74 2 || 106 | 111 3.38] 3.6 | 3.5 || 92.6] 99.4 12.5). Fok 
Maxchi =. gay eit) gO: |Perd2 | 54] 84 106 } 110 Giaeiieses 100.6 |113.3 Tin) SG4 
I (Average) || 93 | 154 | Or | 78 105 | 110 3-381 37 93.7 |101.8 124] 7.4 
Annies Wales 99 | 131 | 99| 95 107 | III 3.52| 3.7 101.8 |IOI.1 8.1] 6.0 
Mays fie tee 184 | 143 125 | 127 107 | 110 3.66| 3.8 104.3 | 102.7 6.0] 4.4 
ne: oi Sit he 190 | 147 | 142 | 132 109 } 109 3.67| 3.8 95-5 | 92.0 9| 4.4 
Il (Average) || 158 | 140 122 | 118 108 | 110 3.62] 3.8 100.5 | 97.9 uy B) 
Wty, eater yl 165 | 186 137 | 112 110 | 108 3.74| 3.9 98.9 | 105.9 43] 3.9 
ANG. ote soe wae 203 | 136 120 | 101 110 | 1c6 3.78 | 3.8 102.6 |102.6 4.0] 3.5 
Deptss see cea 180 | 162 | 119 | 101 110 | 107 3.78 | 3.8 105.9 | 103.1 4.3) 338 
Ill (Average) | 183 | 161 126 | 105 110 | 107 ST tans 102.5 |103.9 4-3| 3.6 
Oct yy we 154 | 167 152 | 87 110 | 108 3.75 | 3.7 100.7 |103.2 4.8] 4.5 
INGOVA Lene eae Poy Mins 116 | 83 Itl | 109 3.67] 3.7 93-9 me 5-9| 5.8 
IDS Gone 5 I 130 122) 77 Ilr | 109 3-68) 316 94.6| 93.3 10.3| 9.6 
IV (Average) || 157 | 150 130 | 82 1mr | 109 3.70| 3.7 96.4 | 97.6 7.0| 6.6 
Note I Seasonal change ee ze Million kilom. |% of total members 
removed stipply af wack per month at end of month | 
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Quotations of Swedish Shares (Contd.). 
Kursnotierungen fiir schwedische Aktien (Forisetzung). 
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Dividends? Prices (bid) 
Capital| Value, Dividende! ie ni 
Aktien-| Nenn- Bs 1943 1944 
e hapital| wert | r | 
1942} 1943) 1944] 5%sx | 3°%J/x2 | 3*/: | fn | a 
Industrial and Miscellaneous Shares (Contd.), Mill. Kr. Kr. Kronor Kronor Industrie- und diverse Aktien (Fortsetsung). 
Stréms Bruxs A.-B. Pop ~ Timber) . 12 100 | Io 2 — |?242z | 240 oe 230 235 | Sreoacs Bruxs A.-B. (Holsmasse and Hols) 
SVENSKA ACKUMULATOR A.-B Pde Ah 2.16| 100) 8 & 175 | 180 | 180 | 180 | 180 |SveNsKA ACKUMULATOR A.-B. [Stamm A 
JUNGNER (Accumulators) . > B,free5 .| 3.78} 100| 8 8 8 .| 175 | 180 | 180} 180] 180 | JUNGNER (Akkumulatoren) . > B, freie® 
Svenska A,-B. GASACCUMULATOR (AGA) (Beacon SvensKA A.-B. GASACCUMULATOR (AGA) (AGA- 
Lighting etc.) Pref. shares. . . . fi 28.6 | 100} 5 5 5 100 | 104 | 105 | 105 | 109 Licht etc.) Voraugs-Aktien 
SVENSKA DIAMANTBERGBORRNINGS A.B. (Ore SVENSKA DIAMANTBERGBORRNINGS A.-B, (Z7s- 
Prospecting etc.) . . 1.89) 150) 25 22.50| 22.50| 405 | 405 | 415 | 410 |4450 | suche u. a.) 
SVENSKA OLJESLAGERI A. “B. (Vegetable Oils ete. 36 100) Oy 4 132 | 140 | 1504! 120 | 140 | SveNsKa OLJESLAGERI A.B. (Vegetadilische Ole ete.) 
SVENSKA SOCKERFABRIKS A.-B, (Sugar)... . I 60 | 3°50) 3.50/— | 84.50) 86.50) | 85 86 | 85.50) SVENSKA SOCKERFABRIKS A.-B. (Zucker) 
SVENSKA TANDSTICKS we Leper ~} 22.50/25) —— | sae — 23| 23 22.50| 22 | 23 |SvENsSKA TANDsTICKS A.-B. JSer, A 
A.-B. (Matches) . Se RD re 6 a a _ 23 22.50) 22.50) 22.50) 23 (Ziindhilser), > “Be 
TELEFON A.-B. L. M. ERICSSON (Tele- {Site Ate 23] 35) 1.50] 1.50] 7.50] 39} 40]. 40] 40] 40 | TELEFON A.B. L. M. Ericsson oe A 
phones) . Bee ee ee ND BEL sgt gR dice! —Keol ror sOusocoli—sorngo:col'ao-so,  (Mermsprécher)rey apes oe. ee 
Trarix A.B. GRrANcEsBERG—OXELOSUND (Iron | | TRAFIK A-B. GRANGESBERG—OXELOSUND : 
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Not quoted on the Stock 
Exchange. 


A. B. Borors (War Material) 3*/4 % 1937 


TELEFON A.-B. L. M. Erics- 
son (Telephones), Regist- 
ered certificates. . . . . 5'/2> 1931 

INTERNATIONAL MATCH 
REALIZATION COMPANY, 

Voting Trust Certificates 

A,-B. KREUGER & TOLL, Bea- 


ter Certificates of Deposit 5 » 1929 


Quotations of Swedish Bonds (Contd.). 
Kursnotierungen fiir schwedische Obligationen (Fortsetzung). 


In percentage; ex interest. — Jn %, exclusive Zinsen. 


eee eee eee ___—_ _____ ne 


Terms of Redemption 


Tilgungsmodalitaten Redeemable| [terest | Approx. Notierungen (Geld) 
D= Drawings , _ Purchase | in Whole Dates 
~ Auslosung  ~— -Riickkauf : Zins- 1943 1944 
Perpetual Loan Konvertibel ; 
Ro termine 
Staatsrente * 3s | 3°/ra mes 29/5 | ™/4 
194I—1957 D 8/5 1947 |15/s—*5/zx| 98/2] 98 | 98 */2| 98*/2| 987/2 
1941—1951 D 1936 |15/6—*5/z2] 1017/2|102%/4, 102*/4| 102*/2|100*/2 
$40 1845 | $ 2171$ 217*/$24" 
3%/a] 37/4) estan gael 3°14 


Approximate Prices (bid) 


* Ex dividend ($ 23:— per Certificate). — Adsiigl. Dividende ($ 23:— per Zertifikat). 


Stockholm 1944. Kungl. Boktr. P. A. Norstedt & Séner 440474 


An der Bérse nicht einge- 
Siihrt. 


A. B. Borors (Krizgs- 
material) . . . .~ . . 3'/4 %1937 
TreLeron A.-B. L. M. Erics- 
SON (Fernsprecher), Schuld- 
verschreibungen Bre i 
INTERNATIONAL MATCH REA- 
LIZATION COMPANY, Voting 
Trust Zertifikate .... 
A.-B. Kreucer & ToLL, /x- 
haber-sertifikate ... 5 


> 1931 


>? 1929 


| SKANDINAVISKA BANKEN 


AKTIEBOLAG 


Statement of Condition February, 29th, 1944 


ASSETS. 


; 74-352-700 
Swedish Treasury Bills 246.666.022 
Bills 188.139.744 
Loans (secured) 574-311-117 
Current Account (secured) 86.912.204 
Banks and Savings Banks 21.25,4.600 
_ Sundry Accounts 16.932.769 
266.384.936 
105.238.573 
19-391.383 

Kr. 1.599.584.048 | 


LIABILITIES. 


_ Bills at sight in circulation (»postremiss» bills) . ib 47.555.096 

Deposits: at sight 319.771.922 

@t notice i... 3 » 1,006.420.846 

Banks and Savings Banks 53-546.830 

Sundry Accounts 32-509.424 
Share Capital . 87.188.000: — 

Reserve Funds 82.812.000:— 5 —1.79.000.000 


Kr. 1.599.584-048 


SKANDINAVISKA BANKEN 


Alsterbro 
Andersliv 
Ankarsrum 
Arboga 
Arlov 

Asa 
Askersund 


Bengtsfors 
Billesholm 
Boden 
Borgholm 
Boras 
Bromélla 
Bralanda 
Bastad 
Biackefors 


Dalby 
Dalsjéfors 
Degerhamn 


Ed 
Eskilstuna 
Eslov 


AKTIEBOLAG 


GOTEBORG 


STOCKHOLM MALMO 
Offices and Branches: 
Falsterbo (*/6-3*/s) Kopparberg Nora Teckomatorp 
Fargelanda Kristianstad Norrképing Tollarp 
Kumla Nybro Trelleborg 
Gamleby K6ping Tuna 
Grythyttan P geal ' 
Gronskara Laholm Pitea Ulricehamn 
Umea 
oe maui Ramkvilla 
ne 8 
avle essebo R33 Vellinge 
Gékalund Limmared Viet 
Goteborg Lindesberg 3 i , 
(7 local branches) Tink Spi Set Olot Vastervik 
OPEls Simrishamn Vaxjo 
ae Loftahammar Sjébo 
Hallsber: 
eae — Skelleftchamn stad 
Lulea 8 
Hillefors Tend praee Ammeberg 
Hialsingborg Léderup - wee Amil 
Hiarndsand : vere Animskog 
Hoganis ss pens Astorp 
ee Malmé Gillaryd 
ari¢dam 19 local branches, * 
Angelholm 
Kalmar Mellerud Svalév ia 
Karlshamn Moheda Séderhamn Orebro 
Karlskoga Malilla Sédra Vi Orkelljunga 
Klippan Morbylanga Sdlvesborg Overum 
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